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For Claimant: C!afrrrje Dresser, Esq. and
Bourgeois, Millott & Dresser.

Flanagan, Esq. of Wilson

For Resp it: Richard Kelley, Esq., in-house counsel.

CftSB

Sta t of n«1m filed: Decentoer 03, 1990.
t4<Ti7 Agreaaent signed on: Noveoiaer 28, 1990.

Joint Statement of Answer filed by Respccdects, Kidder Peabody & Co., Inc.
end Henry W. Custin, on: Much 1, 1391.
Respondent, Kidder Peabody & Co., Inc., Submission Agreement signed on:
February 27, 1391.
Respondent, Henry W. Custin, Submission Agreeoent signed on: March 01, 1991.

Hearing Date/Sessions: October 18, 1991 - Ttao Sessions.

Hearing Location: Boston, Massachusetts.

Claimants allege Respondent, Henry Custin, reacoDsaded that Michelle
wbo bad no previous experience in the stock market, and James Beahaw, wbo had
limited iavestnen£' experience, purchase in **h*i<'*' cash account Empire of
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America Federal Savings Bank ("B.O.A.") stocks, Claimants further allege
that runtrln later > «** ""•""fc'i that they purchase »M4+A_rn»i shares cm margin
ayyl failed to disclose "bouse rules" regarding margin calculations.
Claimants frrit'fn\ that nngt-4p violated **"* TH«nngpi«Mmnt-oH Respondent's,
Kidder, Peabody & Co., Inc., house rules regarding margin and that Kidder
wrongfully Hyidgt*** *•*!*>•< •»• holdings to meet tin* margin calls.
argue that Respondents' actions resulted in the violaticn of

Proteetioa Act, K.6.L.C. 93A Sections 2 and 9

Respondents deny the allegations and deny liability. Respondents contend
that James Beahaw had over twenty years experience trading stocks and bonds
and that **** that he •* ny'iut"*"! in thinly r*3T1'* *"*1 ̂ "H ŷt nrMj>"«'\«t-̂ 'um stocks.
Respondent allege that Claimants engaged in "free-riding" in violation of the
New York Stock Exchange Rule 431. Respondent contend that r-i«-i,«mf« war*
provided with a copy of Kidder Margin Guide which reflected Kidder»s rule
that of a 100% nBintflnnncp margin on stocks selling for less ****• $3.00 per
share. P.wfr" • ŷ **n*-<? further allege that James ^̂ ff̂ ff** was •*TTWMMHî f-̂ iy advised
of the pflnrilng margin calls and James Beahaw instructed Mr. Custin to sell as

of B.O.A. to satisfy the margin call. Respondent also ****••**. that they
not violate \̂>>^1* house rules regarding margin

further ntnt-fnrl that M.G.L. c.93A is inapplicable to coatroversies arising
from the purchase or sale of securities.

Claimants request that the Panel award them $39,267.27 in actual
sustained, interest en the above amount, cost and reasonable attorney* s fees
and punitive damages equal to three times the Beahaw1 s actual losses.

Respaadents request that the Statement of n**™ be ftimiiwri with prejudice
that they be HMHIIJUQ cnatu "** •>j-**"ff*

>^ of *"*r*ff arbitxatioa.

Tie parties have agreed that the Jtaezd in this matter may be egcecuted in
counterpart copies or that a handwritten, sinned Aettd may be entered. 3n
either case, the parties have agreed to receive f̂ frrr*** copies of the Aemi
while the originals remain on file with the NASD.

Both parties agreed to submit post bearing briefs in lieu of closing
arguments.

After considering the pleadings, *"** testimony «**i *•**» evidence yLPfpupfryl at
the tmnrlnj and post hnirrl.TXj submissions, tine undersigned arbitrator has
~ in full and final resolution of the issues submitted for ' '
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tion aa follows*

1. Respondents, Kidder, Peabody & Co., Inc. and Henry Custin, are
hereby jointly and severally liable to <"ia'<Tg»n*'p ^rvi ph*n. pay f^ia-tina^t'jg Thirteen
Thntiamvl Six Hundred and Fiftv-pive Dollars and Seventy-^ine cents
(13,655.79); ^P«4 i j » / f « -

2. Respondents, Kidder, Peabody 6 Co., me. and Henry Custin, are
jointly and severally liable to dainants for interest and nhall pay them Five
Thousand Four Hundred Twenty-Three and Ninety Cents (5,423.90); ^^ \l i.J7t

*

3. Tbe claim for attorney's fees is denied;

4. Tbe claim for punitive damages is denied.

Pursuant to Section 43 (c) of the Code of Arbitration Procedure, the
following Forum Fees are assessed and.any deposits previously paid ahull be
applied to tbe f ea

1. Tbe NASD has received and snail retain the $120.00 non-refundable
filing fee previously paid by the dainents;

2. Tbe NASD has received and shall retain the $400.00 bearing
deposit previously paid by the daixnants;

3. dainants are assessed $120.00 non-refundable filing fee;

4. TTMpnrkiit. Xidder Peabody & Co., Inc., Mffw^ $800.00 in. forun
fees for two bearing mwrirm at $400.00 per oeosion. Heepoadeat shall
satisfy «-M* assessaent by T '̂t<*nirniirr daiaents $400.00 and remitting tbe
balance to the MKSD.

Fees are payable to *~M National flrrmrlnt'l'ti of Securities Dealers, Inc.

Peter P. Harrington, Jr., Esq.
Cbairperson - Public

Date of Decifljmt January 17, 1992
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ticn as follows:

1. Respondents, Kidder, Peabody & Co., Inc. and Henry Custin, are
hereby jointly *™^ severally liable to Claimants ***•* ph»i1 pay Claimants

Thirteen thousand six hundredf i fty f i ve and seventy n ine cents ($13,655.79)

2. Respondents, Kidder, Feabody & Co., inc. and Henry Custin, are
jointly and severally liable to <**> a-i<B»r>t-^« foe interest and «>*»i T pay

four hundred twenty three and .ninety rents. f to , 423.90)
3. The rlaim for attorney's fees is denied;

4. Tfap rO»i4in foBT punitive

Pursuant to Section 43 (c) of tne Code of Arbitration Procedure, tne
foil owing Ptarua Pees are aopooood and any deposits previously paid snail be
applied to the fees aaaeooed.

1. T3*B NASD baa received and shall retain the $120.00 ncn-refundable
filing fee previously paid by tne Claimants;

2. The NASD has received and "i™"" retain the $400.00 hearing session
deposit previously paid by the daiaants >

3. Oaifflanta are assessed $120.00 non-refundable filing fee;

4. Respondent, Kidder Peabody & Co., Inc., anKiecnfrl $800.00 in forum
zees for t*o hiring nnonirrn at $400.00 per session. Respondent shall
satisfy Hrig asseeaaant by reintjursing dadnanttf $400.00 and remitting
balance to the NASD.

Fees are payable to the National Association of Securities Dealers, Inc.

trator's Signature

JbhfaA. Scudiero
Public

Date of Decision: January 17, 1992
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tion as follows:

1. Respondents, Kidder, Peabody & Co., IDC. and Henry Custin, ax*
hereby jointly **** severally liable to Qaisants aTV* aft*1*1 pay Claimants Thirteen
thousand Six Hundred aad Fifty- ?ive Dollars and Seventy^ine Gents
(13,655.79);-"

2. BMpmienm, Kidder, Peabody & Cb., Inc. and Beory
jointly and severally liable to fi«-»«»nt!« for interest and snail pay them Five
Thousand Four Hundred Twenty-Three and Ninety Cents (5,423.90) ;

3. The "i»-i"i for attorney's fees is denied}

4. Tbe '•i**** for punitive damages is

Pursuant to Section 43 (c) of. the Gode of Arbitration Procedure, the
following Forum Fees are assessed and any deposits previously paid shall be
applied to the ft

1. "tte HASD has received and shall retain the $120.00 nm-refundable
filing fee previously paid by the Claimants;

2. The NASD has received and shall retain the $400.00 hearing
deposit previously paid by the Claimants;

3. claimants are assessed $120.00 non-refundable filing fee;

4. Respondent, Kidder Peabody 6 Co,, Inc., TBBMIBWI $800.00 in forom
fees for two hearing sessions at $400.00 per session. Respondent shall
satisfy *~Mff assessBsxit by ^^•'"tura^TTg daisants $400.00 and remitting the
balance to the NRSD.

Fees are payable to the National Association of Securities Dealers, Inc.

/ I
Concurring Arbitrator's, Signature

11/( A^r^v^. '

Date of PtgJglqm January 17. 1992


